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I Localized Economic Framework 
The framework of the nation-state is, in modern history, overwhelmingly the most 
effective political unit in almost all cases of global politics, mainly because economic 
activities and political actions have been integrated in a framework of nation-state 
and its framework has been regarded as the final and smallest unit consisting the 
World history. When Great Britain gradually emerged as one of the leading nations 
for capitalization of world economy around the seventeenth and eighteenth century, 
almost all economic activities in most countries following the British way of 
capitalization of economy were definitely operating in a system of nation-state 
framework, so that the final units operating the global politics were understood in a 
nation-state framework. 
     The study of international relations took it for granted that a nation-state 
would be nothing but a unit actor in the world politics, which means that a nation-
state is an eternal unit for operating any political actions in the world. There are 
some evidences for that; sovereignty of a nation is absolutely uninvaded and un-
touchable by any means, and all the people should be at least in one nationality, and 
the land of a nation is not moved out without any cause of a loss of war. 
     However, the history of the framework of nation-state is not so long, largely 
because a nation-state itself was born with the condition of the progress of History, 
which directly means that a nation-state is nothing but a historical product. As is 
well known, any organization as a historical product should have a birth and death 
so far as it is a historical one. A nation-state is also the copy of such a historical pro-
duct by all means, therefore it should have a birthday and will have to have a funeral 
day as well'. 
     In forming a nation-state system, there is seemingly the definite way to 
achieve such a system in the history. It is surely the most general understanding of 
1 The European Union is a good example of a funeral of a system of nation-state, unifying nation-states into 
  one border unit of political economy. Then, the EU may give us plenty of examples of the end of nation-
  state and possibility of it as well. 
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nation-state building that a nationwide development was in operation in all national 
construction process. However, according to the Otuka school of economic history, 
it is not true by historical fact finding analysis by any means. A nation-state system 
didn't come out by forming a nationwide development from the first. On the con-
trary, a localized economy once took initiative to develop a nation-system in history. 
In case of the development of the Britain, of course, there were several locals to in-
itiate national economy which later lead the growth of national economy to large ex-
tent. 
     The network of localized economies turned out to be a national economy by 
making bridges of localized economies2. For example, the localized economy of 
Manchester took initiative for the British development in its history, and also the 
localized economy of New England took initiative for the American development in 
its history as well. Then, the most general understanding of the formation of a na-
tion-system was led by a network of several localized economies all over the world. 
The most important point of it is that a nation-state system was created from localiz-
ed economies to national economy. 
     At present time, a nation-state formation is always with a national economy, 
so almost all people easily understand that a formation of nation-state and national 
economy went together at any case in history3. However, the historical fact finding 
doesn't support such understanding of the history by any means. All historical cases 
apparently explain that localized economies took surely initiative to nation 
buildings. 
     As it is often talked about, free market system is more or less the fundamen-
tal structure of capitalism to large extent. However, it is definitely essential to have a 
related scheme between free market system and localized economies, because such 
localized economies can not automatically shift to free market system without any 
condition. The point is, then how to understand the activities of localized economies 
moved to free market system, mostly because there is no logical relation between 
local economies and free market system, and on the contrary localized economies 
may have shifted to protectionism to some extent in a national economy. 
     There are two ways in the shift of localized economies to free market system 
in the history: one is the case of developed countries, and the other is the case of 
2 National economy can be identified with common currency. Once single authorized currency is available in 
  a economic network. It can be called a system of a nation-state with a national economy. Historically speak-
  ing, the philosophy of nationalism was born in the process of forming a nation-state system. There should 
  be three elements of a formation of nation-state: one is national economy, the second political unification 
  and the last is nationalism. 
3 In the European case, a framework of nation-state should have been formulated naturally and automatical-
  ly, however, borders of nation-state in Asia were drawn by the intention of European countries in the 
  period of imperialism. Then, we should pay attention to the fact that a scheme of nation-state in Asian was 
  made in a quite different historical condition from Europe. 
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developing countries, and the interests of free market and free trade is different bet-
ween the two. 
II Localized economies in developed countries 
In developed countries, localized economies were strongly connected with national 
economy toward forming a nation-state structure4. The industry that led a growth of 
nation-state was the secondary sector of industry as textile, steel, and so on at that 
stage. As is well known, the primary stage of secondary sector needed plenty of 
labor, which is so-called labor intensive industry, and it also needed and needs even 
today, around 50 or 60 million people in order to achieve the fullest process of in-
dustry. Full set directly means the whole process to make commodity from raw 
materials to final goods. 
     The history of economy apparently tells us that all developed nations were at 
first specified in secondary sector, and among others labor intensive secondary sec-
tor as textile was leading economic development. A good example is the cotton in-
dustry which was conducted by all developed nations without any exceptions once 
they started modernization in economy. 
     Localized economies specified in textile industry began to be unified in order 
to appreciate economy of size. The direction of unification was rather inward look-
ing, because it was just an easy way to utilize people who spoke the same language 
and shared the same culture in order to mobilize people toward labour intensive in-
dustry. As a textbook of economic history usually says, people turned to be national 
people, as the unification went on so strongly'. 
     If so, market economy as free economy was set up in a domestic direction. As 
an economic development went on, a solidarity of economic system forming a na-
tion-state framework was also getting stronger. Then, so called market economy as 
free economy may have been, more or less, set up. However, the point is how its 
economy was toward the outside of a nation-state framework. 
     International economy should have been quite different from national 
economy in a way of management of economy. Of course, an economically strong 
and politically influential nation was pushing free trade system towards outside in 
the world economy with the intention of invading less developing countries in order 
to colonize them, because it was possible for such nations to open a door of less 
developed nations though they often tended to close a door against free trade in 
4 As the end-note 3 says, this process of formation of nation-state is not a unique one. There is also the Asian 
  process of nation-state formation. 
5 In the process of unification, a cultural identity of a nation is awakened by creating nationalism. Na-
  tionalism is very important in the process of building the nation-state. 
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order to protect their economic system. 
     The more strongly the leading nations pushed a door of less developed na-
tions, the stronger the protection of them was. Due to this confrontation, the free 
market system turned out to be imperialism in all cases in history. Free trade was 
true just for the strong nations, and it was not true for the weak nations in economy. 
Imperialism was true for less developing nations, but it was not true for developed 
nations however6. 
     However, imperialism has its own history. While imperialism was world wide-
ly getting stronger in power at the first stage, the idea of socialism came true in 1917 
when the revolution of Russia was successful. The appearance of the Socialist World 
divided the globe into two blocs so that world wide free trade could not be available. 
This was true not only between the two blocs, but also it was true within the 
capitalist world. 
     The new type of imperialism was appearing in the stage of second in world 
economy7. The new type was that it didn't use any physical power to perform im-
perialism as it used to be. Instead, they controlled money supply based on US dollar 
as a key currency in the world economy, so that any use of military power disap-
peared ostensibly in major conflicts in the world without some exceptions. 
III Localized economies in developing countries 
However, localized economies in developing countries instead of developed coun-
tries are now going on in the different way of trade and market system which are 
much more free market like and free trade like as well than before. Before touching 
on this point, it is very convenient to analyze the shift of industry in the end of the 
20th century. As mentioned above, the secondary sector of industry was major when 
Western society started modernization. However, at the end of the 20th century, the 
tertiary sector of industry is becoming more major instead of the secondary sector. 
     This also means that factory system is in grading condition up for production 
by using factory automation even in developing countries. As all data say, the ratio 
of workers in the tertiary sector in ASEAN and Asian NIES countries is the second 
to the primary sector. It is very strange and interesting, because the change of sector 
is normally understood to shift from the primary to the secondary, and from the 
secondary to the tertiary in the history, however, the shift is moving from the 
primary to tertiary by skipping the secondary sector in ASEAN and NIES countries. 
6 The invasion of European countries into Asia occurred under imperialism in this process. 
7 This is called Neo-Colonialism. Colonialism was curred out with military force and other physical ways to 
  invade Asia, however they don't directly use any military and physical power to invade Asia under Neo-Col-
  onialism, instead they use money power as a world wide merchant. 
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This apparently means that fac-
tory automation is broadly 
available in those countries'. 
     Why and how so? Inter-
nationalization is very popular 
world widely at the present 
time not only in Asian coun-
tries but also in other areas. In-
ternationalization is nothing 
but the condition in which com-
modities, money, people and in-
formation are moving in
   The Ratio of Labor Power in Asia (%) 
               1st 2nd 3rd 
  Korea 21,2 32,7 43,0 
  Hong Kong 1,5 42,2 56,1 
  Taiwan 13,5 7,5 77,4 
  Singapore 0,8 23,2 38,9 
  Malaysia 32,4 23,2 38,9 
  Thailand 68,9 9,9 19,6 
  Indonesia 53,5 13,0 31,2 
Source: World Data (Sekai Kakkoku Yoran), 1992
border-less ways. In case of localized economies in developed countries, a capital for 
economic development had to be stocked in a country, so that localizes economies 
which had a possibility to supply those stocks tended to be integrated into inward 
direction in order to set up a national economy with a shape of nation-state 
framework as much as possible. 
     However, in developing countries, there is no need to stock capitals in a 
domestic economic system for capitalizing economies as developed ones did before. 
Instead, overflowing capitals from developed countries are almost automatically 
shifting into developing countries. Only the thing that they have to do in order to 
modernize their economy and forming a nation-state framework is to make it easy 
to accept in-coming money supply from developing countries9. 
     In this condition, nationwide economy may not grow up as the case of 
developed countries. As mentioned above, some specified locals with potentiality 
for economic growth are made as a bridge head to accept foreign currencies and in-
vestments as well. As so, no matter whether it may be developed or developing coun-
tries, local economies are, more or less formulated at the first stage of capitalism in 
all nations. This mechanism works very well in ASEAN and ASIA NIES countries 
forming regional economies. 
     Regional economy is a free market system being consisted of localized 
economic zones in several nations. The Triangle of Growth is a good example. It con-
sists of Johor in Malaysia, Singapore and Batame in Indonesia. Those locals are 
making a unified multinational network called regions. Regions with high potentiali-
ty of economic growth may not move into the center of nations as the case of 
8 cf., Yabuno Yuzo, The Future of Japanese Politics (Nihon Seiji no Mirai Koso), PHP Institute, Tokyo, 
   1994, pp. 38-53. Reference 
9 cf., Watanabe Toshio eds., Localized Economy in Asia (Kyokuchi Keizai-ken no Jidai) Saimaru Publisher 
  Tokyo, 1992. 
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developed countries. Instead, regional economic activities are directing toward the 
outside of nation-state framework. This sort of regional economy is and will be get-
ting stronger and more effective for global economic growth. 
     As this example tells us, localized economies in developing countries don't 
have an inward direction as developed cases. Instead, they have a direction for out-
ward to welcome foreign capitals and currencies as mentioned above. Localized 
economies must be in internationally free trade condition just in order to welcome 
foreign money with the direction of outward unlike the develops occasions. 
     Market system and free trade are now strongly in real condition in global con-
dtion. It is very interesting that developed nations as Japan, the United States of 
America and others are familiar with free trade, but it is true only under the condi-
tion that the key currency and money supply should be kept with balanced system of 
the fixed exchange system, and that it is mostly true only in domestic economy. Inter-
national economy has been more or less protected by US dollar just to keep this kind 
of balance of inward and outward economic activities under the fixed exchange 
system of foreign currencies. 
     However, the floating exchange system was introduced in 1971, and since 
then, the balance of currencies are controlled by free currency market. As mention-
ed above, it is good for developing countries, perfectly because they are accepting 
currencies from foreign countries in both conditions of domestic and international 
due to the introduction of floating exchange system of currencies. However, 
developed countries have not been so familiar to free trade internationally, mainly 
because it has been protected by American economy to some extent. 
     In addition, Soviet Union was broken down in 1991. There are no more 
ideological walls to protect economy of capitalist world from the ideological inva-
sion of the Socialist World. This political outcome has also accelerated free trade 
direction world widely. However, almost advanced countries have had only an idea 
of the age of secondary sector of industry age which led world economy to large ex-
tent. 
     Market Economy has now come true throughout of the world. This age has 
been successful due to the two kinds of outcomes: one if the tertiary sector of in-
dustry and the strong presence of localized economies dominate which tend to make 
a network toward outside forming so called regional economy and/or economieslo. 
     It is absolutely difficult to protect economic interests of a nation by setting up 
10 Japanese economy gave plenty of effects of realizing the idea of flow system of nation-building instead of 
   stock type. As well known, Japan was attacked by the Plaza Accord in 1985 in which the high price of yen 
   was strongly introduced so that Japanese industries quickly started shifting factories from Japan to Asian 
   countries. These economic activities made a dream true in Asia for economicgrowth. In addition, US con-
   sumed plenty of Asian made countries as market. These two conditions brought a success of economy of 
   flow type in Asian. 
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high walls not only in terms of trade and tariffs but also capital moving beyond any 
nation border at all. We are now living in the age of border-less society in the global 
scale. The true meaning of market economy and free trade is now coming. 
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